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idea to say that the employment of capital within the empire is more advantageous than its employment in foreign states. From this point of view exports to the British dominions and possessions are on the same footing as home trade. The permanent investment of British capital in a foreign state e.g., in a loan to its government for war or other unproductive purposes is, on Adam' Smith's showing, the least advantageous of all the employments of the capital of the country. Even if the capital is employed by the foreign state productively, the share of the advantage obtained by this country is relatively small, and practically the gain is confined to the interest that is obtained. If, however, the same amount of capital had been sent to some part of the empire the industry, and with it the power of the empire, is so much increased.
But we certainly cannot say that British capital naturally flows into the various parts of our widely extended empire and satisfies all their requirements before it overflows into foreign countries.
The mobility of capital and its retention within the empire would be greatly increased by an imperial union with free trade between the constituent parts, i.e. if the empire became de facto the " home" country.
This point will come up for consideration in connection with the question of colonial pplicy, but in the meantime the central position of Adam Smith must be examined from another point of view.